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Executive Summary

Since undeclared elements of Iran’s nuclear program were revealed in 2002, Tehran has engaged in a
decade of efforts to justify and advance its nuclear program. Unlike North Korea’s withdrawal from the
Nuclear Nonproliferation Treaty (NPT), Iran has maximized advantage and minimized backlash by
maneuvering near the borders of the NPT system. Iran has embraced a three-pronged approach to bargain
with the international community: (1) divide international opposition, (2) delay international monitoring,
negotiations, and sanctions, (3) and defy international monitoring, commitments, and pressure.

Iran’s nuclear bargaining can be divided into several time periods, and Iran used divide, delay, and defy
tactics in each period. During the first phase from 2003 to 2005, Iranian reformist leader Mohammad
Khatami was more willing to negotiate with the international community, but his ability to negotiate was
constrained domestically and particularly during his last year of leadership. Tehran mainly negotiated
with the France, Germany, and the United Kingdom — the European 3 (EU-3) — to drive a wedge between
European and U.S. pressures on Iran and to delay outside monitoring and prevent international sanctions.

It is in this early period that Iran developed its range of divide, delay, and defy tactics. For divide, Iran
negotiated with the EU-3 because Europe had a close and influential relationship with the United States,
whereas other international actors such as Russia and China were powerful but could not form an united
bloc against the U.S. Iran began to delay international monitoring of its nuclear program by creating
hurdles for international inspectors, stalling requests for information, and not volunteering information
but providing updates only when Iranian nuclear developments were exposed by other parties. Iranian
diplomats also delayed negotiations and sanctions by framing talks, negotiating and responding slowly to
offers, providing false hopes and the appearance of concessions before key international events and
resolutions, and adopting temporary and shifting negotiating positions. To defy, Iran modified and razed
nuclear sites to prevent detection, used legalistic and minimal interpretations to subvert commitments,
argued for an international right to enrich uranium, and proclaimed a fatwa against nuclear weapons.

After President Mahmoud Ahmadinejad came to power in 2005, Iran took a tougher stance
internationally. Ahmadinejad and his cabinet did not provide major concessions to facilitate international
negotiations, were less willing to seriously consider proposals to curb Iran’s nuclear program, and linked
Iran’s nuclear program to sovereignty and national pride. Realizing that Europe was less optimistic about
negotiations, Ahmadinejad leveraged Russia and China to Iran’s advantage. Both countries helped delay
and dilute United Nations Security Council resolutions against Iran.

Ahmadinejad employed more tactics to defy international monitoring and pressure. These tactics involved
demonstrating Iran’s nuclear progress even as Tehran engaged in negotiations over its program. Iran also
increased the cost of failed negotiations by sustaining and escalating regional and global tensions to
coincide with international events and resolutions that criticized or condemned Iran’s nuclear program.

The third and present phase of Iranian nuclear bargaining began during Ahmadinejad’s second term as
president (2009-2012). During this period, Ahmadinejad’s power significant weakened and domestic turf
wars made Iranian nuclear negotiations unpredictable and at times contradictory. Due to the domestic
situation and the exhausting of successful divide and delay tactics, Iran began using more defy tactics.
Iran, for example, considered enriching uranium to a higher percentage for naval reactors, warned of
closing the Straits of Hormuz, and engaged in terrorist acts against the West and its allies.

Currently, Iran’s range of bargaining options has narrowed, with many divide and delay tactics less useful
since the international community has become more aware of Iranian efforts to stall and buy time. While
Iran leaders have employed more acts of defiance, Iran’s ability to sustain its defy tactics are waning and
it is still possible to prevent greater confrontation between Iran and the West.
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I. Introduction

Since undeclared elements of Iran’s nuclear program were revealed in 2002, Tehran has engaged in a
decade of bargaining to justify and advance its nuclear program. During these ten years, Iran enhanced its
sensitive nuclear capabilities despite international opposition. The International Atomic Energy Agency
(IAEA) has come to monitor 16 declared Iranian nuclear facilities, including three uranium enrichment
facilities, three uranium fabrication and conversion facilities, and six nuclear reactors.' The May 2012
IAEA Board of Governors report indicated that Iran has installed more than 11,000 centrifuges” and has
produced “6197 kg of UF enriched up to 5% U-235 and 145.6 kg of UF enriched up to 20% U-235.”

This research examines Iran’s nuclear bargaining with international community from 2003 onwards to
understand how Iran has withstood international pressure to proceed with its nuclear program. Unlike
North Korea’s withdrawal from the Nuclear Nonproliferation Treaty (NPT), Iran has maximized
advantage and minimized backlash by maneuvering within and near the borders of the NPT system. To do
so, Iran has embraced a three-pronged approach that divides international opposition and delays and
defies international monitoring and sanctions. While it is unclear what long-term strategic objectives Iran
wishes to achieve with its nuclear capabilities, Tehran has successfully bargained to gain time for its
nuclear program.

This research first explores Iranian bargaining behavior before dissecting the divide, delay, and defy
tactics that Iran has and currently uses to complicate international efforts to check its nuclear program.
The paper concludes by examining how various factors may be changing Iran’s ability to bargain with the
international community.

I1. Overview of Iranian Nuclear Negotiations, 2003-2012

From 2003 onwards, Iran’s nuclear negotiations can be divided into three key phases: 2003-2005 under
reformist President Mohammad Khatami, 2005-2009 under hardline President Mahmoud Ahmadinejad’s
first term, and 2009-2012 under a significantly weakened Ahmadinejad.

Iran under Mohammad Khatami, 2003-2005

Iranian leaders were more willing to negotiate with the international community before 2005. President
Mohammad Khatami (1997-2005) sought to reform Iran by easing its international isolation.* Khatami
was aware of the potentially dangerous implications of continuing undeclared nuclear work® and was
willing to cooperate with international efforts to monitor its nuclear program. In February 2003, Iran
agreed to the modified text of Code 3.1 of Subsidiary Arrangement General Part, which requires Iran to
provide the IAEA preliminary design information for new facilities “as soon as the decision to construct
or to authorize construction has been taken.”® After the U.S. invasion of Iraq, Iran proposed a grand
bargain with the United States. Iran offered to cooperate on a number of issues — including signing the
Additional Protocol and providing “full transparency for security that there are no Iranian endeavors to
develop or possess WMDs” — in exchange for a long-term understanding with the U.S. that ended
sanctions and recognized Iranian rights and security interests.” When U.S. President George W. Bush
rejected the Iranian offer, Khatami and his cabinet concluded a voluntary agreement with France,
Germany, and the United Kingdom — the European 3 (EU-3) — to suspend its uranium enrichment in
October 2003. The Iranian leaders believed that the agreement would be a short-term measure to
demonstrate that Iran’s nuclear program was peaceful.8

Khatami’s ability to negotiate with the U.S., however, was constrained by politics at home. Revelation of
and scrutiny over Iran’s undeclared nuclear work in 2002 made the nuclear issue a key domestic concern.
Khatami and his administration emphasized that civilian nuclear energy would help Iran reduce its



LLNL-TR-594452

reliance on oil and gas and contribute to the country’s modernization. They did not claim that the nuclear
program would augment Iran’s defense, arguing instead that pursuing nuclear weapons would undermine
Iran’s security.9 The domestic discussion soon acquired nationalist tones and pressure emerged for the
Khatami 1%overnment to under no circumstances surrender Iran’s “sovereign national right” to enriching
uranium.

The hardliners, however, were gaining influence in Iran and encouraged Tehran to adopt tougher
negotiating positions. The February 2004 Iranian parliament (Majles) election brought to power 91
members of the Iranian Revolutionary Guard Corps (IRGC), “with a further 34 former IRGC careerists
[holding] senior-level political posts in the government.”'' Throughout 2004, Iran’s voluntary
implementation of the Additional Protocol was not sufficient to assure the international community that
its nuclear program was only for peaceful purposes or to put to rest previously revealed Iranian failures to
report and disclose nuclear-related efforts.'> Under the influence of the new parliament and frustrated that
Iran’s efforts to build confidence had instead raised more concern and demands, Iranian leaders hardened
their positions. In early 2005, Khatami, who typically denied Iran had any interest in nuclear weapons,
hinted that diplomatic pressure may force Iran to withdraw from the NPT. Similarly, then Defense
Minister Ali Shamkhani discussed nuclear counterattack and preemption despite previously renouncing
the nuclear option.13 In late April 2005, Iranian Supreme Leader Ayatollah Ali Khamenei gave an order to
the Khatami regime to begin operation of the Isfahan Uranium Conversion Facility, a plant that converts
yellowcake into uranium hexafluoride (UF6).14

Iran under Mahmoud Ahmadinejad, 2005-2009

Whereas Europe stalled negotiations in early 2005 in hopes that a more moderate candidate — Hashemi
Rafsanjani — would win the 2005 Iranian presidential elections, Mahmoud Ahmadinejad came to power.
By this time, Iranian leaders had become doubtful that negotiations with the EU-3 would produce quick
and favorable results. Before Ahmadinejad assumed power, Khamenei had convened Iranian leaders
across the different power centers — with then reformist President Khatami, pragmatist Expediency
Council Chairman Rafsanjani, President-elect and hardliner Ahmadinejad, and reformist and former
prime minister Mir Hossein Moussavi — to present a unified, internal consensus that if Europe did not
provide Iran with an acceptable offer, Iran would restart work at Isfahan." When negotiations failed to
achieve a breakthrough, Iran resumed uranium conversion activities in August. From late 2005 onwards,
Iran combined diplomacy with a calibrated resumption and initiation of nuclear activities.

The Ahmadinejad administration shaped nuclear negotiations in several ways. First, the new
administration relied more on the influence of Russia and China to counter U.S. pressures.16 Second,
Ahmadinejad’s regime did not provide major concessions to facilitate negotiations. In May 2006, for
example, the U.S. offered to join nuclear talks if Iran first suspended uranium enrichment. Iran refused.'”
Instead, as time passed, Tehran reversed previous agreements. Iran stopped voluntarily implementing the
Additional Protocol in February 2006 and renounced the modified Code 3.1 in March 2007.

Third, as Iran’s program developed, there were fewer proposals that Ahmadinejad and his cabinet
members offered and seriously considered. Iran negotiated but ultimately rejected a 2005 Russian offer to
share ownership of a uranium enrichment plant located in Russia, a 2005 comprehensive offer by the EU-
3 in, a 2006 tentative deal between Iranian nuclear negotiator Ali Larijani and UK Foreign Minister Jack
Straw and European Union High Representative Javier Solana, and two proposals by the five permanent
members of the U.N. Security Council and Germany (the P5+1). Whereas the Larijani deal may have died
due to domestic infighting, Iran was hardly serious in its negotiations on the rest — Iran either rejected the
proposals or responded with vague counterproposals that did not sufficiently detail the steps Iran would
take to alleviate international concern over its nuclear program.18 While Iran agreed to the 2007 Iran-
IAEA Modalities Plan, Iran failed to address the possible military dimensions of its nuclear work."
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Ahmadinejad’s 2007 proposal for co-owned enrichment facilities located on Iranian soil was further not
accepted by the West.”” During this period, Iran thus mainly sought to buy time for its program.

Fourth, Iran has more openly defied western efforts to curb its nuclear program. As the west ratcheted up
pressure against Iran through UNSC resolutions, sanctions, and threat of force, Iran signaled its resolve to
continue nuclear development. Iran’s decision to suspend its implementation of Code 3.1 of the
Subsidiary Arrangements on March 29, 2007 occurred after increasing displays of force and military
threats from the U.S. earlier in the year.zl’22 On July 23, 2008, Ahmadinejad further rejected international
demands that Iran cease uranium enrichment and called on the UNSC to accept Iran’s right to enrich.”

Iran may have further authorized — or did not prohibit — using force to bolster its nuclear program. Iran
may have given a green light to Hezbollah to launch the Lebanon War on July 12, 2006 — the deadline for
Iran to respond to a P5+1 offer — to divert attention away from Iran’s nuclear program and to gain a
negotiating 1ever:51ge.24 Iran has also armed and trained Shiite militias in Iraq “to bog down the United
States militarily and to deter it from military or diplomatic action against Iran’s nuclear program.”25

Finally, Ahmadinejad politicized nuclear issues, making Iran’s nuclear negotiations with the West
difficult by linking Iran’s nuclear program to sovereignty and pride. The president preached about Iran’s
nuclear rights, created stamps for Natanz, and declared a ‘nuclear awareness day’.*® Nuclear issues and
confrontation with the West also served as a smokescreen, keeping critics from effectively attacking
Ahmadinejad’s inability to deliver on promised economic reforms.”’

Iran under a weakened Mahmoud Ahmadinejad, 2009-2012

Ahmadinejad’s power eroded during his second term. The June 2009 Iranian presidential elections were
charged with fraud, with reformist candidate Moussavi declaring himself the legitimate winner instead of
Ahmadinejad.”® The election dispute led to massive street protests across Iran. Deadly clashes between
the protesters and security forces widened the split among Iranian elites on how to deal with the domestic
turmoil. Though many leading reformists were politically imprisoned or silenced, there was significant
sympathy with the protestors among Iranian elites. While Khamenei supported Ahmadinejad, the
Supreme Leader was also aware that the president’s radical policies and failure to improve Iran’s
economy were becoming liabilities. As Khamenei reigned in Ahmadinejad’s influence, the Iranian
president more openly challenged the Supreme Leader’s authority without much success.”

Domestic turf wars have made Tehran’s nuclear negotiations unpredictable. The different Iranian power
centers have changed positions to upstage each other and undercut nuclear negotiations. Though the
reformists and pragmatists typically favor negotiating, they blocked Ahmadinejad’s nuclear fuel swap
deal in October 2009.” Iranian leaders have further contradicted each other in public, making it difficult
to discern who represents Iranian interests.’’ Since late 2011, Ahmadinejad has adopted positions that
undermine efforts by the Supreme Leader to negotiate with the West — Ahmadinejad both advocated
dialogue and yet criticized the ‘softer” approach taken by Khamenei’s negotiators.*

While the international community has applied more sanctions and threats to Iran, it is unclear how these
coercive measures are affecting the power centers in Iran and Iran’s nuclear behavior. On one hand, the
reformists campaigned on Ahmadinejad’s “mismanagement of the economy” — not unrelated to the
crippling effect of sanctions — in the June 2009 presidential elections.”® On the other hand, Moussavi has
argued that sanctions are hurting the people and their base of support and generate more support for
Ahmadinejad.** Mirroring the dual-track approach adopted by the U.S., Tehran has embraced more
negotiations while demonstrating greater resistance. In the first eight months of 2012, for example, Iran
has participated in three P5+1 plenary negotiation sessions, the same number of sessions held from 2009
to 2011. This same period, Iran engaged in several military tests and exercises and threatened (and
partially retracted) to block the Straits of Hormuz.*
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Various developments, however, suggest that Iran may be at a critical juncture of ‘drinking the poison’
and accepting a negotiated solution or preparing for a potential military showdown. On one hand, Iran
continues to make gradual progress in its uranium enrichment program. Iranian elites have debated
enriching uranium to higher levels for nuclear submarine fuel, which would provide Iran with what it
deems to be a plausible rationale for breaking the 20% barrier while establishing a capability to produce
potentially weapons-usable material*® Reza Taqavi, an aide to Khamenei, further warned that "Iran is
now capable of enriching uranium at a 20-percent level, but if they (world powers) continue their
pressure, we will increase enrichment levels to 56 percent.”””® Iranian military leaders are aware that
Iran has “reached a very sensitive and fateful stage” in which the West is waging a “soft war” on Iran and
military action may be pending.*

On the other hand, Iranian leaders appear to be signaling an opening towards negotiations. Supreme
Leader Khamenei has criticized the ‘extremism’ that led to the British embassy being overrun in
November 2011* and lectured to university students about “the need for lenience and broadmindedness
in encountering people with viewpoints that vary with ours in various matters, including [the] political
field.”*' Similarly, Rafsanjani, a pragmatist and former president, has become more visible after being
sidelined early in Ahmadinejad’s second term. He has welcomed criticisms from the media on the
hardships Iran faces* and called for a foreign policy of détente. Other Iranian officials have suggested
that Iran might be interested in downgrading its enrichment activity in exchange for ending sanctions.*
Even if Iran is more willing to accept a negotiated solution, Iran may still wish to keep a significant latent
nuclear capability as a hedge against possible hostile military action (the Western attack on Libya may
have alerted Iranian leaders that giving up nuclear capabilities may provide the West with a freer hand to
launch an attack on the country in the future).*

II1: Iranian Nuclear Bargaining Tactics: Divide, Delay, and Defy

At this critical juncture, it is important to understand the tactics Iran has utilized to advance its nuclear
program in the past ten years. Iran’s tactics can be grouped into three main categories. Iran works to: (1)
divide international opposition, (2) delay international monitoring, negotiations, and sanctions, (3) and
defy international monitoring, commitments, and pressure. This section explores each category in detail.

Dividing international opposition

Tehran repeatedly seeks to divide the international community and empowers parties amenable to its
agenda. Over the years, Iran has relied on Europe, Russia, China, and other powerful international actors
to lobby in Iran’s favor against sanctions and other punitive measures.

Negotiating with Europe: The Khatami administration, for example, worked to “deepen the transatlantic
divide.”* According to Seyed Hossein Mousavian, nuclear negotiator at the time, Iran dealt with the
European Union in 2003 to use Europe to check the U.S. push for punitive measures. In 2002, Europe had
a positive view on Iran. Iranian-European relations were flourishing on multiple levels and negotiations
were underway for Trade Cooperation and Political Dialogue Agreements.47 Europe could influence the
U.S. whereas other countries had less bargaining power: the Non-Aligned Movement, Russia, and China
were not unified and the U.S. could “creat[e] rifts among those countries.”* The October 2003 Tehran
Agreement negotiated with the EU-3 thus “extricat[ed] Iran to a degree from the demands of the [[AEA]
September 2003 resolution.” The previous consensus that Iran must suspend nuclear activities was
downgraded to Iran voluntarily and temporarily suspending such activities. In return, the EU-3 opposed
referring Iran to the UNSC and objected to using the word “noncompliance” in the next IAEA
resolution.” Similarly, Iran’s November 2004 Paris Agreement with the EU-3 encouraged the IAEA to
adopt a milder resolution the same month.”’ While Iran violated successive agreements, the talks gave an
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appearance of Iranian cooperation that lessened the U.S. case for military action. The talks also motivated
the EU to not refer Iran to the UNSC until January 2006, when Iran began uranium enrichment.”

Leveraging Russia and China: From late 2005 onwards, the Ahmadinejad administration shifted focused
to Russia and China. Iran’s turn to these other actors was caused by Europe’s growing pessimistic view of
dealing with Tehran. Despite negotiations, the IAEA found Iran to be in non-compliance with its NPT
obligations in September 2005, paving the way for Iran’s case to be referred to the U.N. Security Council.
Iran thus needed stronger allies to block UNSC resolutions that might give the illusion of international
opposition to Iran’s nuclear program and might give the U.S. more reason to pressure Iran. Russia and
China were permanent members of the UNSC that did not share the portfolio of U.S. strategic interests.

Russia and China have repeatedly delayed and diluted the four UNSC resolutions on Iran from 2006 to
2010.% In November 2005, the IAEA delayed referring Iran to the UNSC to give chance to a Russian
proposal that would allow Iran to enrich uranium on Russian soil.>* For Resolution 1696 passed July
2006, both Russia and China blocked harsher language and urged for patience.” For Resolution 1737 of
December 2006, Russia narrowed sanction provisions, allowing more leeway to export nuclear-related
technology and materials to Iran.’® China prevented Resolution 1747 of March 2007 from placing
sanctions on governmental loans for firms operating in Iran.”” China also delayed U.S. efforts for more
sanctions in December 2009 by not agreeing to discuss sanctions until March 2010 and not reaching
agreement on Resolution 1929 until nine weeks later.™

From mid-2010 onwards, China and Russia have opposed more UN sanctions, leaving the United States
and its partners resorting to unilateral or other multilateral sanctioning mechanisms. In February 2011,
Moscow opposed sanctions and offered in July a “step-by-step” initiative to gradually reduce sanctions in
return for Iranian cooperation with the IAEA.”® Moscow further criticized the November 2011 IAEA
report on Iran as “juggling with information in order to create an impression that the Iranian nuclear
program allegedly has a military component” and worked to prevent another P5+1 sanctions draft.”
Russia and China’s actions have bought Iran significant time for its program — one analyst assesses that
“Beijing’s delaying tactics [by itself] probably gained several years of time for Tehran.”'

Employing other actors: Along with the above, Iran has also brought in other key international actors to
support Iran’s program. Iran preferred to work with Mohamed ElBaradei, head of the IAEA from 1997 to
2009. ElBaradei downplayed potentially incriminating evidence from Iran. Iran may have agreed to
suspend nuclear activities in 2003 when ElBaradei provided Iran with an interpretation of suspension
narrower than envisioned by the European negotiators.” While the NCRI revealed the existence of
Lavizan-Shian in May 2003, ElBaradei did not act on the information until over a year later when ISIS
and international media reported suspicious razing and sanitization of the site.” In spring 2006, ElBaradei
removed chief IAEA Iran inspector Christopher Charlier in response to complaints from Iran.** ElBaradei
further criticized using UNSC sanctions to limit Iran’s program as “a misuse of the council’s authority
under Chapter VII of the UN Charter.”®

Similarly, Iran negotiated a fuel swap agreement with Brazil and Turkey in 2010 to dilute global pressure.
At that time, Brazil and Turkey were on the IAEA Board of Governors and members of the UNSC. While
Washington rejected the negotiated deal, the process caused Brazil and Turkey to vote against the June
2010 UNSC Resolution 1929. This was a diplomatic victory for Iran since the previous three rounds of
UN sanctions against Iran had no negative votes, only abstentions.*

Overall, Iran has continuously sought to divide the international community. While international actors
were initially willing to give Iran the benefit of the doubt, Iran is beginning to exhaust the patience of
even its strongest backers.”” Though Russia and China may be wary of more UNSC sanctions on Iran,
Tehran is unlikely to lure in other key international actors to its defense.
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Delaying international monitoring, negotiations, and sanctions

Iran employs a number of measures to delay international monitoring, prolong negotiations, and defer
sanctions. While some cases of delays may be less intentional and the outcome of domestic power
struggles, Iran has been able to gain time with such measures. This section points out two methods Iran
has employed to delay each type of international action.

Delaying investigation: Iran delays international investigation of suspect nuclear sites in two main ways.
First, Iran does not volunteer any information to the IAEA and provides the IAEA with updated and
shifting explanations for nuclear developments after detection. From 2002 to 2003, the opposition group
National Council of Resistance of Iran exposed Iran’s Natanz, Arak, Kalaye Electric, and Lashkar Ab’ad
sites, forcing Iran to declare its nuclear work.®® Similarly, Iran announced its Fordow site in September
2009 when Western countries were about to disclose it. Iran preferred to inform the IAEA of detected but
not yet exposed facilities “to spin it as evidence of Iranian transparency."®’ Fordow, however, had been
under construction from at least 2007, with some buildings present already in 2002."

Second, Iran creates procedural difficulties, stalls access to suspect sites, and responds slowly to requests
for information. Iran has particularly made granting the IAEA access to its facilities difficult, as shown in
Table 1 below. The IAEA, for example, asked to visit Natanz and Arak in 2002 but did not get in until
2003.” Of the first five Iranian nuclear sites listed on the table, the IAEA did not conduct environmental
sampling until 5 to 13 months (with an average of near 8 months) after the sites were publicly revealed by
the NCRI. Fordow was under construction for well over two years before the IAEA even requested a visit
and Iran still does not have full access to Parchin.

Table 1: Delay in IAEA access to key Iranian nuclear sites

Sites TAEA requested access TAEA granted access

Natanz & Sep 2002 (NCRI revealed site Visit (Feb 2003 after postponed in Oct 2002 &

Arak Aug 2002) Dec 2002), environmental sampling (Mar 2003)

Kalaye Feb 2003 (NCRI revealed site Visits (Mar 2003; May 2003), environmental

Electric Feb 2003) sampling (Aug 2003)

Lashkar May 2003 (NCRI revealed site Visit (Aug 2003), environmental sampling (Oct

Ab'ad May 2003) 2003)

Parchin Jun 2004; Jan 2012 Visit and sampling limited to five buildings in one
of four sectors (Jan 2005); no access for 2012
requests

Fordow Sep 2009 (construction started by | Visit and environmental sampling (Oct 2009)

2007)

Even when the Agency has been granted access, Iran often has created additional hurdles. When
international inspectors requested to visit Lashkar Ab’ad, Iranian officials first took inspectors to another
location, pretending that it was the site the inspectors wished to examine.” From 2003 to 2010, for
instance, Iran has asked the IAEA to withdraw the designation of forty-two inspectors.74 IAEA Director
Yukiya Amano lamented: “Iran’s repeated objection to the designation of inspectors with experience in
Iran’s nuclear fuel cycle and facilities hampers the inspection process.””

Prolonging negotiations: Iran also prolongs negotiations. First, Iran frames the talks by setting
preconditions and agenda items for talks and determining the time and venue of negotiations to limit
unfavorable international actions during the duration of negotiations.” In the 2007 Iran-IAEA Modalities
Plan, for example, Iran agreed to address the alleged studies (now termed possible military dimensions of

9
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its nuclear program) only after a host of other issues have been resolved or ‘closed.” This agreement may
have motivated the IAEA to quickly resolve issues it had with Iran in order to deal with the more
important alleged studies.”” In 2012, Iran requested technical meetings and deputy-level meetings before
its main nuclear negotiator Saeed Jalili was willing to talk to his counterpart.’

Second, Iran responds slowly — often after set deadlines — to offers and proposals. Iran, for example,
asked to respond to June 2006 EU-3 proposal by August 22 instead of the previously set July 12 deadline.
On July 31, 2006, the UNSC voted for Resolution 1696 that gave Iran until August 31, 2006. On August
22, Iran submitted a 21 page formal response that fell short of what Resolution 1696 required.79 Similarly,
President Obama and other P5+1 leaders reached out to Iran with a package of proposals in April 2009.
Iran did not respond until September and negotiations did not take place until October. When Iran
indicated interest in the deal, the P5+1 gave Iran a December 31, 2009 deadline to reach agreement. Iran,
however, took an additional three weeks after the December deadline to officially reject the deal: taking a
total of 111 days after negotiations took place to respond.”’

Deferring sanctions: Iran further defers international sanctions by engaging in negotiations preceding key
international events and deadlines, such as before IAEA or UNSC meetings. In these negotiations, Iran
may provide smaller concessions to indicate the country’s willingness to cooperate to derail criticism and
pressure for sanctions. In January 2006, for example, Iran provided IAEA with access to sample certain
equipment that had been removed from the Lavizan-Shian military site, in the hopes that this increment of
cooperation might “derail an American and European initiative to immediately send Iran's nuclear case
for judgment by the United Nations Security Council.”®" Similarly on October 30, 2011 before the
IAEA’s November 8 report on Iran, Iran invited IAEA Safeguards Department head Herman Nackaerts to
Tehran - after the IAEA report was published — for talks "aiming at a resolution of matters." The
invitation tried to signal transparency and may have given Nackaerts “a chance to ask for a renewed trip
to Parchin that included a visit to the suspected building.”82 When the November IAEA report noted its
concern with the possibly military dimensions of Iran’s program, Iran canceled the invitation.

Along with smaller concessions, Iran has used temporary and shifting negotiating positions to push off
sanctions. In October 2005, for example, Russia proposed a joint Iranian-Russian venture to enrich
uranium on Russian soil. “Iran vacillated for months, alternatively rejecting and agreeing to consider this
proposal numerous times, never making its position entirely clear.”® While the international community
grew tired and imposed sanctions on Iran in 2006, the IAEA (as mentioned above) delayed referring Iran
to the UNSC in November 2005 to give the Russian proposal a chance.* Similarly, Iran has indicated an
on and off interest in fuel swap deals from 2009 onwards. In October 2009, Iran initially agreed to a fuel
swap agreement with the P5+1, which may have influenced the IAEA report the next month that did not
find Iran to be in official noncompliance. Iran was thus not referred to the UNSC for sanctions in
November 2009 as it deliberated the Tehran Research Reactor proposal.gs’86 Iran, however, rejected the
P5+1 deal in early 2010 to embrace a similar but new agreement with Turkey and Brazil in May 2010.
While Iran may have hoped that negotiating with Turkey and Brazil would lessen the international
pressure towards sanctions, the UNSC agreed to Resolution 1929 in June 2010.

While Iran’s efforts to delay international monitoring may be intentional, it is important to note that some
of the delays witnessed in Iran’s nuclear negotiations and Iran’s seemingly defiant shifting nuclear
positions may be driven by the lack of agreement among power centers in Iran. In other words, domestic
infighting in Tehran may contribute to deadlock, wavering, or contradictory stances.

10
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Defying international monitoring, commitments, and pressure

Iran also defies international monitoring, undermines international commitments, and resists global
pressure. Iran has limited the IAEA’s ability to detect its nuclear developments and violated international
agreements. To counter international pressure, Iran demonstrates its determination to continue nuclear
work and may have increased regional tensions to bargain with the international community.

Defying monitoring: First, Iran defies international monitoring by engaging in modification, cleanup, and
demolition of sites to prevent the IAEA from resolving questions about possible hidden nuclear activities.
The Agency found low-enriched uranium (LEU) and highly enriched uranium (HEU) particles at four
locations in Iran in 2003 and Iran modified or concealed activities at these sites. In February 2003,
following the NCRI’s declaration that Iran engaged in undeclared uranium enrichment at Kalaye Electric
Company, IAEA requested access.” Iran provided IAEA with limited access in March 2003, full access
in May 2003, and agreed to environmental swipes in August 2003. During the August visit, IAEA noted
that “there had been considerable modification of the premises since their first visit in March 2003.7%
“The renovation,” according to the IAEA, “which was carried out in connection with Iran’s attempt to
conceal the activities carried out there, has interfered with the Agency’s ability to resolve issues
associated with Iran’s centrifuge enrichment programme.”gg At Pars Trash and Farayand Technique — two
other locations where the IAEA found uranium particles — Iran sought to prevent future IAEA monitoring
by changing the names and addresses of the companies after IAEA inspections.90

The two most glaring examples of Iran’s attempts to prevent the IAEA from detecting suspicious nuclear
behavior involve Iran’s razing of Lavizan-Shian and Parchin, two military sites. In May 2003, the NCRI
identified Lavizan-Shian as a suspected site of centrifuge and laser enrichment work. By late 2003 to
early 2004, Iran razed the site and removed all the equipment, raising international concern. In June 2004,
the IAEA inspected the site without discovering any nuclear activities. In January 2006, however, the
Agency found “a small number of particles of natural and high enriched uranium” at equipment at a
technical university “shown to the Agency in connection with its investigation into efforts made by the
Physics Research Centre (PHRC) to acquire dual use material and equipment.”"' Lavizan-Shian had
housed the PHRC.”* Similarly the IAEA requested access to Parchin suspecting undeclared nuclear work
in June 2004. The IAEA was allowed limited access on January 2005 after Iran cleaned up the site in late
2004. Iran only “permitted the IAEA to visit one of four sectors at the site and only five buildings in that
area, but inspectors then saw no evidence of nuclear-related activities.” % In January 2012, the
international community suspected that Iran may have conducted high-explosives work related to nuclear
weapons design at a specific location at Parchin, and the Agency requested access to “one specific
building.”** As of Fall 2012, Iran has yet to provide the IAEA with access. Iran has, however, engaged in
concealment at the site, with “two buildings demolished, excavation of earth including most of the
surrounding vegetation and roads covered or removed, dismantlement of the security perimeter around the
site, and evidence of water usage potentially for cleaning the insides of buildings.””

Iran has also limited IAEA monitoring capabilities. In February 2006, Iran stopped voluntarily
implementing the Additional Protocol, limiting IAEA access to Iranian nuclear facilities. Similarly in
March 2007, Iran renounced the modified Code 3.1 of the Subsidiary Arrangements General Part to Iran’s
Safeguards Agreement, something the IAEA contends Iran has no right to do unilaterally. Since then, Iran
has defended its stance to not supply the IAEA with early design information for nuclear facilities under
construction. For example, Iran last provided the IAEA with design information for its IR-40 Reactor in
in 2007. However, since then, “Iran has conducted significant additional design and construction work on
the reactor, but has not provided further information. The lack of up-to-date information on the reactor is
now having an adverse impact on the Agency’s ability to effectively verify the design of the facility.””
Similarly, Iran did not provide the IAEA with information about construction of its Fordow facility until
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September 2009 when the facility, which had been detected by Western intelligence, was about to be
disclosed publicly.”’

Undermining commitments: Iran has also undermined its international commitments by using minimal
and legalistic interpretations to find loopholes and violate the spirit of agreements. Iran has also
repeatedly renegotiated and rejected previous agreements. Iran’s negotiations with the EU-3 from 2003
show several examples. In October 2003, Iran agreed to suspend uranium enrichment but interpreted it as
“consist[ing] of only the suspension of the introduction of gas [UF6]” into the centrifuge enrichment
cascade, preferring to use an alleged interpretation of suspension provided to Iran from then IAEA
Director General Mohamed ElBaradei.”® Iran’s use of the narrowest understanding of its obligations
caused the EU-3 to renegotiate an agreement in February 2004, when Iran agreed to also “suspend the
manufacture of parts and assembly of centrifuges.”*"'?

Soon after signing the February 2004 Brussels Agreement, Iran again undercut the agreement. Tehran
engaged in “round-the-clock activity in centrifuge assembly just before the suspension began in April
2004.”""'! Europe had understood the Brussels Agreement to mean that Iran would suspend manufacturing
and assembly of centrifuges immediately after the Brussels Agreement whereas “Tehran believed that it
was committed to suspending the manufacturing and assembly of centrifuges before the June meeting of
the IAEA Board of Governors.”'” When Iran finally agreed to suspend the manufacturing of centrifuges
parts, Iran violated the spirit by announcing the entry into service of a uranium conversion facility at
Esfahan on March 2004.'” The facility was intended to convert uranium ore into UF, which can then be
used as feed for uranium enrichment. When the IAEA objected to the facility, Iran informed the Agency
that “the decision taken for voluntary and temporary suspension is based on clearly defined scope which
does not include suspension of production of UF.”'**!%

Given the loopholes in the previous two agreements, the EU-3 negotiated a third November 2004 Paris
Agreement with Iran where Iran agreed to suspend all enrichment-related activities. Iran, however, still
violated the spirit of the agreement by trying to keep twenty centrifuges open to ‘research and
development’ and using ‘quality control checks’ to test parts of machines used for enrichment despite
agreeing to no enrichment. There were allegations that “the high number of parts the Iranians subjected to
quality controls possibly indicated that they had more centrifuges built than commonly thought.”l%’lo7
Iran eventually terminated the agreement in August 2005 by reopening its Esfahan conversion facility.108

Resisting pressure: Finally, Iran has embraced a number of measures to resist international sanctions and
pressure to relinquish its nuclear program. First, Iran has emphasized its right to enrich based on
internationally agreed upon uses of nuclear energy. Iran continues to argue for enrichment for medical
isotopes and enrichment beyond the 20% level for naval submarines.'” Tehran has also maintained that
UNSC resolutions that demand Iran halt enrichment are illegal.110

Second, Iran has proclaimed the existence of a religious edict or fatwa that prohibits Iran from producing,
stockpiling, or using nuclear weapons. However, the fatwa has never been written down and Iran has
historically practiced the Shia doctrine of tagiyya, or spreading disinformation to defend its faith.""’

Third, Iran demonstrates its determination to continue nuclear work to resist international pressure and
appear strong in front of its domestic audience. Iranian leaders believe that Tehran should negotiate from
a position of strength and showcasing Iran’s resolve to continue nuclear work signals that Iran is not
willing to give in easily to international pressure. Iranian leaders believe that as Tehran’s nuclear
capability increases, Iran will have a greater bargaining advantage in international negotiations in the
future than now.'"” Iran thus repeatedly highlights select nuclear progress when negotiating with the
international community. In May 2010, for example, Iran announced it would continue enriching uranium
to 20% just hours after signing the Brazil-Turkey-Iran nuclear swap agreement.
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Fourth, Iran also defies international pressure by increasing the costs of failed international negotiations.
Iran has sustained or escalated regional tensions to pressure the West to agree to Iranian terms. Iran
responded to all four UNSC resolutions that strengthened sanctions against Iran with threats and actions.
On March 2, 2008, for example, one day before the passage of UNSC Resolution 1803, Ahmadinejad
became the first Iranian president to visit Iraq since the Iran-Iraq War. He criticized U.S. presence in Iraq
and his visit highlighted Iran’s influence on Iraq, an influence against U.S. interests and efforts.'"” Table 2
on the following page presents a select list of strategically timed coincidences that highlight Iran’s
attempts to defy international pressure on its nuclear program.

Table 2: Select and potential Iranian attempts to defy international pressure114

Date Event

Jun-03  Iran detained four US soldiers and one civilian before the first IAEA report on its nuclear
activities.

Nov-03 Ten days after signing an agreement with the EU-3, Khamenei condemned “the excessive
demands” from overseas in front of a large gathering of military and government officials.

Jul-06  The date Iran was suppose to respond to a P5+1 offer coincided with Hezbollah’s attack
and kidnapping of Israeli soldiers, starting the Lebanon War.

Dec-06 Immediately after the passage of UNSC Resolution 1737, Rafsanjani warned: "They
(Westerners) are creating problems for themselves and the region ... the consequences of
this fire will burn many others."

Mar-07 A day before the passage of UNSC Resolution 1747, Iran captured 15 British soldiers.

Mar-08 A day before the passage of UNSC Resolution 1803, Ahmadinejad became the first Iranian
president to visit Iraq since the Iran-Iraq War, openly criticizing the U.S. role in Iraq.

Sep-09  Iran revealed its Fordow Fuel Enrichment Plant near Qom and test fired two short-range
missiles before the upcoming meeting between Iran and the P5+1 in Geneva.

Nov-09 Two days after the IAEA issued a report criticizing Iran, the Iranian parliament urged
reduced cooperation with the [AEA. Ahmadinejad announced plans to build 10 new
uranium enrichment plants.

May-10 Iran announced it would continue enriching uranium to 20% after the Brazil-Turkey-Iran
nuclear swap agreement was signed.

Jun-10 A day before UNSC Resolution 1929 was passed, Iran held a security summit with Turkey
and Russia in Istanbul in a display of regional alignment that appeared to test the U.S.

Nov-11  After an IAEA report on the possible military components of Iran’s nuclear program
sparked speculation about attacks on Iranian nuclear facilities, Khamenei emphasized the
need to counter the “assault” on Iran and shift from defense to offense.

Dec-11 Iran’s first Vice President Mohammad Reza Rahimi threatened to block the Straits of
Hormuz if sanctions are placed on Iran's oil exports over Iran's nuclear program.

Jan-12  One day after signaling Iran was willing to negotiate with the P5+1, Iran revealed
domestically produced research reactor fuel elements and tested a medium-range missile.

Jul-12  Even as Iran was engaging in P5+1 talks in Turkey, Khamenei argued that sanctions will
not alter Iran’s policies. At a meeting with Khamenei, Ahmadinejad announced that Iran
has increased the number of centrifuges used to enrich uranium by 10%.

From late 2011 onwards — especially following the assassination of Iranian missile architect Hassan
Tehran Moghaddam and the IAEA’s report on the possible military dimensions of Iran’s nuclear program
— Iran has taken a more offensive strategy against western pressures and covert attempts to undermine its
nuclear program.'"”> The IRGC may have been involved in several assassination plots, including a plot to
assassinate the Saudi ambassador on U.S. oil, and Iran has threatened to close the Straits of Hormuz or
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retaliate against Israel and American forces in the Middle East.''® In a recent testimony, Senator Joseph

Lieberman commented that: “we now have the reappearance on a global scale of Iran-backed
terrorism.”""” Similarly, Director of National Intelligence James Clapper has commented that “some
Iranian officials—probably including Supreme Leader Ali Khamenei—have changed their calculus and
are now more willing to conduct an attack in the United States in response to real or perceived US actions
that threaten the regime.”''®'"
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Summary of Iran’s divide, delay, and defy tactics

Overall, this paper outlined the three main types of bargaining tactics Iran has used to protect its nuclear
program. Table 3 summarizes the particular tactics within each category. While this paper distinguishes
between tactics that allow Iran to divide, delay, or defy, there is more of a continuous spectrum between
delay versus defy tactics and delay tactics are also acts of defiance and vice versa. The vertical columns
denote what Iran was trying to prevent or subvert with its divide, delay, or defy tactic — international
monitoring and detection, or international negotiations and commitments, or international sanctions and
pressure.

Table 3: Summary of Iran’s nuclear bargaining tactics

Monitoring & Negotiations & Sanctions &
Detection Commitments Pressure
Divide Worked with the EU-3 (2003-2005), Russia & China
(2005-present), Brazil & Turkey (2010), and other actors
Delay Creates hurdles and stalls Frames talks by setting Provides ‘false
requests; agenda, preconditions, hope'/concessions before
venue, and location; international events;
Does not volunteer Negotiates and responds Adopts temporary and
information but updates slow to offers shifting positions
based on detection
Defy Stopped implementing AP Uses legalistic Argues for international right
and Code 3.1 of Subsidiary | interpretations to find to enrich uranium;
Arrangements; loopholes and minimize
commitments;
Modifies and razes Renegotiates and rejects Proclaims fatwa against
suspected sites previous agreements nuclear weapons;
Demonstrates nuclear
capability and resolve;
Increases the costs of failed
negotiations by sustaining or
escalating tensions

IV Iran’s Current Nuclear Bargaining Capability

While Iran still embraces all three types of bargaining tactics, the international community is more aware
of Iran’s behavior. Iran faces increasing difficulty implementing previous tactics and is innovating and
searching for new bargaining leverages.

First, Iran may be reaching a limit on employing key international actors — Europe, Russia, and China — to
block international sanctions. Iran has exhausted its ability to divide Europe from the United States in
international negotiations. From 2006 to 2010, Russia and China slowly acquiesced to Western pressure
for more sanctions against Iran. While Russia and China have not supported any UNSC sanctions on Iran
from mid-2010 onwards and oppose unilateral sanctions on Iran, both countries are not actively
campaigning to rollback imposed sanctions. Both, though, strongly oppose any military action against
Iran. Since the range of imposed sanctions — as well as the covert war on Iran’s nuclear program — are
having a tremendous domestic impact on Iran, Tehran is engaging in a diplomatic offense to reach out to
the Non-Aligned Movement (NAM) and to divert a select other countries, including Pakistan, Iraq, and
Egypt, away from the United States.'*
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Second, Iran is less capable of delaying international monitoring, negotiations, and pressure. Tehran’s
repeated failure to disclose its nuclear development in a timely manner to the IAEA has prompted greater
scrutiny and intelligence efforts to scrutinize, detect, and uncover Iran’s nuclear capabilities. The P5+1
are also less willing to give Iran benefit of the doubt. In the first eight months of 2012, there were as
many P5+1 meetings as in the previous two years. The P5+1 pressed for firmer deadlines and are less
overly optimistic when Iran provides strategically timed concessions to derail international sanctions.

Third, as its options for divide and delay have waned, Iran is relying more on defy tactics. Iran considered
enriching HEU for naval reactors and warned of closing the Straits of Hormuz. Tehran is fueling unrest
and anti-American sentiment in Afghanistan, building and training militia in Syria, and engaged in
terrorist acts against the West.'>'

Domestic power struggles between multiple power centers have further contributed to Iran’s defiant
behavior. The politicization of nuclear issues has made it difficult for Iranian leaders to appear soft on
nuclear issues and made it easier for leaders to take nationalistic and tougher stances. Ahmadinejad’s
contradictory efforts to undermine Khamenei’s attempts to either negotiate or stand tough and firm
against the West has also complicated the international community’s dialogue with Iran, making reaching
mutually beneficial positions difficult.

Iran’s ability to defy western pressures, however, may diminish over time. Domestically, sanctions have
increased tensions and led to significant inflation. Iran has taken extreme measures, including banning
broadcasted images of chicken — unaffordable to most — to prevent social unrest.'** Regionally, Syria,
Iran’s closest ally, has become the battleground for a proxy war: supported by western and Arab
countries, Syrian rebels are pitted against their government, which Iran backs and which wields Russian
arms.'? It is far from clear that the Syrian regime can hold on to power, and Iran may lose a key partner
in its “Axis of Resistance.” Iran’s ties to terrorist groups Hezbollah and Hamas have also weakened.
Hamas is increasingly influenced by Egypt’s Muslim Brotherhood, and Hezbollah has become a ruling

party in Lebanon concerned with its electoral interests.'**

While Iran’s range of bargaining options has narrowed and its leaders have employed more acts of
defiance, it is still possible to prevent greater confrontation between Iran and the West. Indeed, Ali Akbar
Velayati, a close foreign policy advisor to Khamenei, has indicated that Khamenei — and most likely other
Iranian leaders too — “recognizes that Syria’s Bashar al-Assad will eventually be toppled in Syria” and
“does not want the end of his legacy in Iranian history books to be having brought economic hardship to
the Iranian people.”'”
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